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SUBJECT: PAKISTAN TO BUY IRON AND BIDI LEAVES FROM INDIA 
REF: 75 ISLAMABAD 11685, AND PREVIOUS, 

SUMMARY: ON JANUARY 14, A TRADE AGREEMENT WAS SIGNED 
IN KARACHI UNDER WHICH PAKISTAN WILL BUY FROM INDIA 
5,000 TONS OF PIG IRON AND 250 TONS OF BIDI LEAVES. 

THE VALUE OF THESE PURCHASES WAS NOT PUBLICLY DISCLOSED 
BUT MFA OFFICIALS TOLD EMBOFFS IT CAME TO ABOUT THREE- 
QUARTERS OF A MILLION DOLLARS, MUCH SMALLER THAN THE 
VALUE OF THE EARLIER INDIAN PURCHASE OF PAKISTANI RAW 
COTTON WORTH ABOUT $20 MILLION. THIS APPEARS TO BE THE 
FIRST PAKISTAN PURCHASE OF INDIAN GOODS IN TEN YEARS 
TIME. END SUMMARY. 
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1 . FOLLOWING THREE EARLIER ROUNDS OF TRADE TALKS STRETCHING 
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OVER FOURTEEN MONTHS TIME, A GOI TRADE DELEGATION REVISITED 
KARACHI AND ISLAMABAD JANUARY 1 1 TO 14 AND LEFT PAKISTAN 
WITH THE FIRST DIRECT PAK ORDER FOR INDIAN GOODS SINCE 
APPARENTLY 1965. BESIDES AGREEING ON THE MENTIONED PUR- 
CHASES OF PIG IRON AND BIDI LEAVES (FOR CIGARETTES), THE 
PARTIES AGREED TO EXCHANGE TENDERS FLOATED BY THEIR RES- 
PECTIVE GOVERNMENTS AND PUBLIC SECTOR AGENCIES AND TO ALLOW 
UBLPA EXECTBRHJGENKJES IN ONE COUNTRY TO DEAL DIRECTLY WITH 
THEIR COUNTERPARTS IN THE OTHER. TRADE TEAMS FROM PUBLIC 
SECTOR AGENCIES IN BOTH COUNTRIES WILL BE ALLOWED TO VISIT 
EACH OTHER AS FREQUENTLY AS NECESSARY. THE SWISS EMBASSY 
POUCH WILL BE USED TO TRANSMIT TRADE INFORMATION. 

2. PRESS ACCOUNTS ALSO MENTIONED A NUMBER OF OTHER INDIAN 
COMMODITIES IN WHICH BOTH SIDES EXPRESSED INTEREST IN 
TRADING: COAL AND COKE; AUTOMOBILE COMPONENTS INCLUDING 
TIRES AND TUBES; RAILWAY MATERIALS; IRON AND STEEL ITEMS; 

FERRO ALLOYS AND CHEMICALS. 

3. OFFICERS MEHDI AND HIT .LALY TOLD EMBOFFS THAT THE 
PRINCIPAL REASON FOR THE SMALL SIZE OF PAK PURCHASE WAS THE 
NONCOMPETITIVENESS OF INDIAN GOODS. PAKISTAN HAD ASKED FOR 
TENDERS ON THE TWELVE CATEGORIES OF ITEMS IMPORTED BY 

THE GOP-OWNED TRADE CORP OF PAKISTAN AND HAD FOUND INDIAN 
PRICES MORE EXPENSIVE ON MOST ITEMS, INCLUDING COAL AND 
COKE AND AUTOMOBILE COMPONENTS, THAN AVAILABLE FROM 
OTHER SOURCES. FOR ABOVE REASONS, GOP HAD BEEN UNABLE 
TO IDENTIFY MANY ITEMS IN PAKISTAN'S INTEREST TO BUY. WHEN 
PAK SIDE INQUIRED ABOUT GOI INTEREST IN BUYING MORE PAK 
GOODS, THE INDIAN TEAM INDICATED THEY WERE ONLY CHARGED 
WITH MAKING SALES. 

4. MFA OFFICIALS INDICATED THAT NO FURTHER FORMAL EXCHANGE 
OF TRADE DELS WAS CONTEMPLATED. INSTEAD, GOI AND GOP 
TRADE SECTOR AGENCIES WOULD HENCEFORTH DEAL DIRECTLY WITH 
ONE ANOTHER. 

5. COMMENT: ALTHOUGH PRESS ACCOUNTS OF THE TRADE TALKS 
WERE POSITIVE IN TONE, THE SMALL PURCHASE MADE BY THE PARS 
MUST HAVE COME AS A DISAPPOINTMENT TO THE GOI SIDE. MFA 
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OFFICIALS DISPUTED THIS, HOWEVER, SAYING THAT THE INDIAN 
TRADE DEL WAS AWARE OF THE PRICE PROBLEM FACED BY INDIAN 
GOODS. THE EMBASSY'S ASSESSMENT OF ALL THIS IS THAT THE 
VOLUME OF PAK/INDIAN TRADE WILL CONTINUE TO REMAIN SMALL. 

THE INSISTENCE OF THE GOP OF KEEPING TRADE ON A STATE 
AGENCY LEVEL, THEREBY EXCLUDING THE PRIVATE SECTOR AND THE 
FULL RANGE OF IMPORTED AND EXPORTED GOODS, POLITICAL 
CONSTRAINTS, AND THE ALLEGED LACK OF COMPETITIVENESS 
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OF SOME INDIAN ITEMS DOES NOT AUGUR FOR MUCH TRADING 
INCREASE IN THE NEXT YEAR OR SO. 

BYROADE 
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